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To: 

The Rt Hon Patrick Jenkin MP 
Secretary of State for the Environment 

The Rt Hon Nicholas Edwards MP 
Secretary of State for Wales 



The experience which I have gained during my six years as Chairman of the 
Advisory Committee on Rent Rebates and Rent Allowances (ACRRRA) has 
enlarged my understanding of certain critical policy issues and has underlined 
for me the intractable nature of some of the dilemmas which confront us in the 
social security field. Since, necessarily, much of the report which follows is 
concerned with details of the old and new schemes of housing benefit, it may 
be helpful to introduce the discussion with four points which are fundamental 
to an informed debate. 

The first issue relates to the complexity of the regulations governing housing 
benefit, whether “old or new style”. Members of the Committee agreed they 
had never had to assimilate so much technical information in order to make an 
effective contribution. Furthermore, like any such scheme, somewhat esoteric 
jargon is developed which performs a useful shorthand function to those who 
have learnt it but serves further to confuse the newcomer. It takes a while to 
grapple with the inwardness of “needs allowances”, “tapers”, “mesne profits” 
and so on. This has implications for claimants but, perhaps more significantly, 
for those who seek to advise them. 

Language apart, however, the actual complexity of the schemes has reflected a 
recurring and thorny problem. Social policy students are familiar with the 
tension which exists between rough and more refined justice. Ro ugh justice, in 
which eligibility is determined on certain broad and clear-cut criteria, is 
simpler to understand and cheaper to administer. More refined justice seeks to 
cater in the regulations for the vagaries and complexities of individual 
circumstances. It can, and often does, result in detailed regulations which are 
difficult to understand and to interpret and which sometimes require direct 
contact between claimant and official. This is time-consuming for both. 

It may be argued that this tension between rough and refined justice is integral 
to any sophisticated social security system, although the pendulum will swing 
in one direction or another. In times of economic restraint, rougher justice is 
likely to be encouraged and the virtues of simplicity extolled. Yet, 
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paradoxically, it may be easier to justify such an emphasis when the overall 
level of benefits is more generous. 

The supplementary benefits scheme in the 1 970s afforded a vivid illustration of 
this problem. A groundswell of professional and political opinion resulted in 
the simplification of the scheme which took place in 1980. The new housing 
benefit scheme was conceived as a further step along that road, as we discuss in 
Chapter 4 of the Report. It is important to note, however, that any 
simplification achieved by housing benefit will lie principally in the 
administration of the scheme, in particular in the relationship between DHSS 
offices and local housing authorities. Whilst this will bring benefit to some 
claimants, the regulations governing entitlement remain complex. This is not 
necessarily a criticism. It reflects the reality of claimants’ housing 
circumstances and the attempt to “refine” the justice of the scheme. Later in 
this Report we offer illustrations of topics about which the Committee has had 
repeatedly to advise: students, furnished lettings, hostel dwellers, and “non- 
dependant deductions”. These and many others reflect a wish to allow some 
flexibility and sensitivity in provision for categories of persons in widely 
differing situations. 

It may be that some of the administrative difficulties associated with 
complexities in the rules will be mitigated or even removed by the 
technological developments now being planned. When these are under way, 
we will be able to see more clearly the nature of the transaction and the extent 
of the continuing need for direct interaction between officer and claimant. 

In Chapter 2 of the Report, we discuss the question of “take-up”. As with so 
many benefits, this remains a difficult and puzzling problem. In the field of 
housing benefit, evidence from research as to the extent of, and reasons for, 
non take-up is relatively slender and somewhat out of date. There is, however, 
one aspect of particular interest which places housing benefit in the context of 
social security generally, as set out by Page and Weinberger in 1975: 

“So long as the claimant (of any means tested benefit) is publicly regarded 
as either genuinely disadvantaged — eg the pensioner, the widow, even the 
single-parent family — or, in some broad sense, at fault, it is extremely 
unlikely that people will be able to absorb the information — however it is 
presented to them — that rent rebates and allowances can be claimed by 
the ordinary person. This is to suggest, in fact, that the stigma factor is not 
separable from the information or knowledge factor" * 

Housing benefit, although means tested, has a much wider range of eligibility 
than other benefits. It may extend to almost one out of every two households 



*Dilys Page and Barbara Weinberger, “The Take-Up of Rent Rebates and Allowances in 
Birmingham”. Centre for Urban and Regional Studies, University of Birmingham. Research 
memorandum No 44, 1975, p. 95. 
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in Great Britain, Although, as discussed later, other reasons are likely to play a 
part in problems of take-up, it seems important to point out that the very fact 
of housing benefit forming part of the overall social security scheme may deter 
the general public from claiming what is due to them. 

A third issue which has wider implications than might at first appear concerns 
the administration of the new scheme. Under the new arrangements, 
supplementary benefit claimants will have their rent paid direct to the housing 
authorities by the DHSS. Some claimants may be glad to be spared bother and 
local authorities are ensured of prompt and regular rent payment. It is, 
however, interesting to recall that less than a decade ago, attempts by social 
workers to get agreement to such arrangements for certain families, in debt 
and in difficulty, were often strenuously resisted by DHSS on the grounds that 
it constituted infringement of claimants’ rights to receive and dispose of their 
allowances as they wished. This seemed an important principle but other, 
overriding, considerations now prevail. It is, however, worth nothing that the 
individual’s right to handle his money should not lightly be taken away. Few 
would want to move towards “food tickets”, for example, and some latitude 
in the way we manage our money is allowed more often to the well off than to 
the poor. 

The fourth and last point which goes beyond the detail of the scheme concerns 
the relationship between central and local government. The intended 
simplification via the housing benefit scheme is achieved by a transfer of 
administrative responsibility to local housing authorities. We discuss later our 
concern lest the time and resources available will not have proved adequate for 
a smooth transition, without detriment to claimants or undue strain on 
officers. We also point out that the training and skill of local government 
officers in matters pertaining to supplementary benefit will be important in 
ensuring that some claimants are channelled into the supplementary benefit 
schemes and are thus “passported” to other entitlements. From this 
development, we see the way in which the boundaries between social services 
at central and local government level become blurred. Hitherto these have 
mainly concentrated at the interface between the supplementary benefit 
system and social service departments. Payments under section 1 of the 
Children and Young Persons Act 1963 and provision under the Chronic Sick 
and Disabled Persons Act 1970 have involved social service departments of 
local authorities at field and managerial level in negotiations with DHSS 
officials administering the supplementary benefit scheme. There have been 
boundary disputes with occasional border clashes. Again, there exists a 
tension and it appears to be a permanent feature of our governmental system. 
This is not to dispute the advantages of the greater responsibility given to local 
government by the new scheme. It is to point out, first, the subtle but 
important ways in which social service provisions interact between different 

9 



Printed image digitised by the University of Southampton Library Digitisation Unit 



areas ot government. Secondly, whilst such devolution of responsibility and 
power accords well with ideals of greater citizen involvement and local 
control, a corollary, and some would argue a price worth paying, is a degree of 
what is sometimes described as “territorial injustice”; that is to say, variations 
in the level of provision and quality of administration. Housing benefit 
regulations do not permit of substantial variations in actual rebates and 
allowances as may be the case in, say, the operation by social service 
departments ol the Chronic Sick and Disabled Persons Act 1970. But the issue 
of quality of administration remains critical, as we show later in the Report. 
This is one reason why we are so anxious that research be undertaken into the 
workings of the scheme. 

These preliminary observations have been designed to put the commentary 
which follows into a wider framework, in particular to draw attention to the 
general issues which a scheme of great significance to many citizens so 
strikingly illustrates. 



Olive Stevenson 
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INTRODUCTION 




Formal Role of the Committee 

1.1 Sections IS to 26 of the Housing Finance Act 1972 established new 
national schemes for rent rebates (for council tenants) and rent allowances 
(for private tenants). Schedules 3 and 4 to the 1972 Act contained most of the 
fine detail for calculation of entitlements and for procedure. They were subject 
to variation by order of the Secretary of State. The Advisory Committee on 
Rent Rebates and Rent Allowances was set up in March 1973 under section 23 
of the Housing Finance Act 1972 with the following terms of reference: 
“To advise the Secretary of State on any question relating to the 
operation of rebate schemes and allowance schemes in general or of 
particular rebate schemes or allowance schemes or to the advisability of 
varying the provisions of Schedule 3 or Schedule 4 to this Act”. 

The Secretary of State for his part was required, under section 20(3), to consult 
the Committee before exercising the power to make regulations to vary the 
provisions of Schedules 3 and 4. 



Original National Schemes for Rent Assistance 

1.2 The new national schemes were introduced by the 1972 Act for England 
and Wales.* Beforehand, over 900 English and Welsh local housing 
authorities (out of the 1 ,367 then in existence) had apparently run local rebate 
schemes, of varying degrees of coverage for their tenants, under the enabling 
powers of the Housing Act 1957. These local schemes ceased when the 
national scheme came into operation. The rent allowance scheme, on the other 
hand, was a creation of the 1972 Act. In its original form it covered only 
unfurnished tenants, either protected under the Rent Act 1968 or with certain 
specified landlords. The original coverage of both schemes was considerably 



*Our advice has formally been given only to the Secretary of State for the Environment and the 
Secretary of State for Wales. Similar rent rebate and rent allowance schemes were, however, 
introduced in Scotland by the Housing (Financial Provisions) (Scotland) Act 1972. Although our 
terms of reference do not extend to Scotland, the Scottish Office have kept in touch with our 
discussions, and have informed their Secretary of State as necessary. 
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extended. The cost to local authorities of rent rebates and rent allowances 
under the national schemes was supported by the Exchequer. From 1 April 
1981 onwards, section 1 17 of the Housing Act 1980 provided for a 90% rate of 
Exchequer subsidy for both rent rebates and rent allowances. (This replaced 
the previous arrangement under the Housing Rents and Subsidies Act 1975 
whereby Exchequer subsidy had been set at a 75% rate for rent rebates, and a 
100% rate for rent allowances.) 



Rental Background to National Schemes 

1.3 The national schemes were introduced at a time when Government 
policy, embodied in the 1972 Act, was to move to a common basis — that of 
“fair rents” — for charging rents both to council tenants and to private tenants 
protected under the Rent Act. The general purpose of the schemes was to 
subsidise rents charged to tenants for their homes (as distinct, for example, 
from overnight lodgings or holiday accommodation). The underlying 
intention was that council and private tenants with the same needs, as 
measured by their rent, income and family circumstances, should receive the 
same help towards their rent from public funds. 



Co-Existence with Supplementary Benefit Scheme 

1.4 The national schemes, taken together with rate rebates,* formed one 
system of assistance with housing costs. In their development since 1972, they 
co-existed with a second system provided by the supplementary benefit 
scheme. 



Transfer of Committee’s Functions 

1.5 The present Government took powers in the Social Security and Housing 
Benefits Act 1982 to unify assistance towards housing costs under a single 
housing benefit scheme. This new scheme was introduced in part in November 
1982, but only came fully into operation in April 1983. The Secretary of State 
for Social Services is responsible for it, and the statutory advisory body 
advising him is the Social Security Advisory Committee (SSAC). The SSAC 
was already in existence and has been enlarged for this new function. The 
appointment of two of our members to the SSAC should help to maintain 
continuity with the work we have carried out. With the ending of the previous 



*The national rate rebate scheme was modelled on the national rent assistance schemes and was 
introduced in England and Wales in 1 974 by the Local Government Act 1974. Although formally 
outside our terms of reference, its similar structure has in practice meant that certain of our advice 
on the rent schemes applied to it also. 
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rent assistance schemes on 31 March 1983, the Advisory Committee on Rent 
Rebates and Rent Allowances ceased to exist. 



Previous Reports 

1.6 Our work up till the end of 1976 has already been described in two 
Reports which have been previously issued. The First Report covered the 
period from March 1973 to June 1974; the Second Report covered that from 
July 1974 to December 1976. 



Final Report 

1.7 Since January 1977, we have met as a Committee 22 times. During this 
period, our membership (as set out at Annex A) has changed considerably. It 
has, however, consistently contained a blend of those with experience of local 
government both as elected members and as officials — and of those with 
experience of housing and welfare matters generally. This has enabled us not 
only to take a broad view of our remit, but to obtain a keener, and deeper, 
understanding of the issues which we have studied. The process of exposing 
differences of view and of exploring how far these could or could not in 
practice be reconciled has proved progressively more valuable. 

1.8 This, our Third (and final) Report, covers the period from January 1977 
onwards, though tracing back, where necessary, certain issues to the 
beginning of the schemes. In two respects, our advice has followed the pattern 
of earlier years. Firstly, upratings were required at least once a year to the 
scales on which calculations of entitlement were made — if only to take 
account of inflation. These upratings were effected by orders varying 
Schedules 3 and 4 to the 1972 Act (see paragraph 1.1 above). We have been 
consulted, as the statute requires, on the content of these upratings. Secondly, 
we have either been consulted on, or have initiated, other non-recurring 
modifications — of varying degrees of significance — to the schemes. Our work 
under these two headings has either been related to the numbers of people who 
claimed rebates or allowances (Chapter 2 below); or to the structure of the 
actual schemes (Chapter 3 below). 

1.9 In addition, however, we have increasingly focussed on the transition 
from the 1972 Act schemes to the housing benefit scheme. Housing benefit 
offers opportunities to conclude, or deal afresh with, problems which the 
previous schemes encountered; and gives rise to advantages and difficulties on 
its own account. Its inherited problems are largely dealt with in the course of 
our Chapters 2 and 3. Chapter 4 then gives our view on the matters which stem 
more directly from the actual transition to the housing benefit scheme. 

13 
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1.10 Finally, we add a short conclusion (Chapter 5). It refers to a note (Annex 
F) of issues which we draw to the attention of the SSAC. 
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PEOPLE RECEIVING RENT REBATES 
OR ALLOWANCES 



2 



Eligibility and Take-Up 

2.1 The numbers of people receiving rent rebates or allowances depended 
firstly on how many people were eligible for assistance (paragraphs 2.2 to 2.14 
below); and secondly on “take-up”, that is, the proportion of those eligible 
who took advantage of their entitlement (paragraphs 2.15 to 2.29 below). 



Factors Governing Eligibility 

2.2 From the beginning of the schemes, eligibility for rent rebates or 
allowances depended on two factors: condition of tenure; and the nature of 
the rental payments qualifying for rebate or allowance. 



Eligibility: Condition of Tenure: Council Accommodation 

2.3 Rent rebates were originally open solely to tenants (but not to licensees) of 
unfurnished local authority dwellings. Since then, the position of people in 
council accommodation who were at first excluded developed as follows: 

a. tenants of furnished dwellings were partially admitted in 1973, and 
fully admitted in 1974. (For some years, they could apply for rent 
allowance. But as from April 1981 — under the Housing Act 1980 — 
they came within the scope of rent rebate instead, like the majority of 
council tenants who are in unfurnished accommodation); 

b. people living in local authority hostels and other local authority 
licensees (apart from those at d. below) were also made eligible in 
April 1981, when section 1 18 of and Schedule 15 to the Housing Act 
1980 were brought into force; 

c. tenants of dwellings not borne on the Housing Revenue Account 
originally received rebate at the discretion of the local authority. 
(These might have been, for example, tenants in requisitioned 
property which was awaiting redevelopment.) So far as we know, no 
such tenant was ever refused rebate. The position was regularised, 
however, in April 1981, under the same 1980 Act provisions as 

15 
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extended eligibility to people in hostels and licensees; 

d. service tenants (that is, those whose rent was fixed by a contract of 
service with the authority) and business tenants , so far as the portion 
of the rent attributable to their living accommodation was concerned, 
continued to be excluded up to March 1983. 

Eligibility: Condition of Tenure: Private Accommodation 

2.4 In the private sector, rent allowances were originally open solely to 
tenants occupying unfurnished accommodation and either covered by the 
Rent Act 1 968 (“protected” and “statutory” tenants); or with certain specified 
landlords, notably housing associations and the Crown Estate Commis- 
sioners. Since then, the position of people in the private sector who were at first 
excluded developed as follows: 

a. tenants of furnished dwellings who were covered by the Rent Act 1 974 
(or with the same specified landlords as unfurnished tenants 
originally eligible) were admitted in 1974; 

b. licensees with partial Rent Act protection; or lacking such protection 
solely because they received board as well as lodging were also 
admitted in 1974; 

c. licensees living in hostels and other private licensees were the subject of 
a request from us in 1977 to examine an extension of eligibility to 
“sharers”, that is, people who lacked Rent Act protection because 
they did not have exclusive occupation of their accommodation. This 
group was made eligible along with their counterparts in council 
accommodation (see paragraph 2.3b. above) in April 1981, when 
section 1 1 8 of and Schedule 1 5 to the Housing Act 1 980 were brought 
into lorce. So too were certain other categories, notably assured 
tenants under the Housing Act 1980; 

d. tenants of certain institutional landlords, notably Government 
Departments were never formally brought within the scope of rent 
allowances, but were generally covered by non-statutory schemes 
operated on a similar basis; 

e. almspeople and agricultural tenants were admitted in 1975 and 1976 
respectively; 

f. service tenants and business tenants, so far as the portion of the rent 
attributable to their living accommodation was concerned, continued 
to be excluded, like their counterparts in council accommodation (see 
paragraph 2.3d. above) up to March 1983. 

Eligibility: Nature of Payments 

2 . 5 The second factor governing eligibility was that rent rebates or allowances 
were granted basically on the “accommodation rent” of a dwelling, that is, 

16 



Printed image digitised by the University of Southampton Library Digitisation Unit 



excluding any amounts payable for rates (which may of course have been 
eligible for rate rebate); or for board, furniture, and services (although some 
communal services could count). 

2.6 Since the statute provided for rental payments for a dwelling to be taken 
into account, site rents for caravans and mooring charges for houseboats were 
excluded from assistance. (By contrast, in the case of a council or a privately 
rented house, the rent of the land counted for rebate or allowance purposes 
because of being included with the rent of the dwelling.) 

2.7 A further exclusion arising from the wording of the statute was that of 
“mesne profits” (or “violent profits” in Scotland). These are payments made 
by an occupant whose tenancy or right to occupy has been terminated. As 
such they are not rent. 

2.8 For rent rebates the full accommodation rent was always taken into 
account (with a deduction where there was a sub-tenant). For rent allowances, 
however, certain restrictions applied (as well as a deduction for a sub-tenant). 
Originally, the basic position was that rent allowance was calculated on the 
accommodation element of the phased “fair rent” payable under the Rent 
Acts, if a fair rent was registered.* In some cases, however, no fair rent was 
registered either because applicants (or their landlord) had not applied to the 
rent officer, or because they had no right to register a fair rent (for example, 
where rent covered board as well as lodging). In such cases, the 
accommodation rent was based on an estimate of the fair rent made by the 
local authority, who were entitled to take the advice of the rent officer for the 
purpose of forming their estimate. 

2.9 This position was changed in April 1981 when section 118 of and 
Schedule 15 to the Housing Act 1980 were brought into force. Where a fair 
rent was registered, rent allowance continued to be calulated on the 
accommodation element payment. Otherwise, it was based on the actual rent 
payable, but with authorities being entitled to disregard any sums which they 
considered to be unreasonable. 



Views on Numbers Eligible 

2.10 We welcomed the various moves designed to widen eligibility, especially 
the provisions of the 1980 Act (see paragraphs 2.3b, 2,3c, and 2.4c. above). 
The overall numbers thought latterly to have been eligible for assistance under 



*It was also calculated on the accommodation element of a “reasonable rent” set by a Rent 
Tribunal. Where this Chapter refers to registered fair rents, it should be understood to refer also 
to rents set by a Rent Tribunal. 



17 



Printed image digitised by the University of Southampton Library Digitisation Unit 



the previous schemes were, on the latest available estimates, over 1.4 million 
(rent rebates), and some 0.35 million (rent allowances).* 

2. 1 1 Under the housing benefit scheme eligibility has been extended even 
further to service tenants, and to business tenants insofar as the accommod- 
ation element (as distinct from the commercial element) of their rent is 
concerned. In addition, two main defects of long standing will be improved 
markedly from now on. 

2.12 Firstly, there cases where technicalities of housing law appeared to have 
been given greater importance than housing need. We note in particular that 
in our Second Report, we supported the continued exclusion of mesne profits 
(see paragraph 2.7 above), on the grounds that it would be wrong in principle 
for assistance to be given from public funds to help meet payments which are 
in effect damages for trespass. We no longer take this view. It is true that 
mesne profits are technically a form of damage for trespass, but the irregular 
occupant often has little or no choice but to continue his occupation. 

2.13 The housing benefit scheme has rectified this position in that it admits 
mesne profits; and also caravan site rents, and mooring rents and charges (see 
paragraph 2.6 above). 

2.14 Secondly, we recommended, when the Housing Act 1980 was before 
Parliament, that rent allowances for dwellings which had no fair rent 
registered (for whatever reason) should be calculated on the actual 
accommodation rent, subject to a discretion allowing local authority 
intervention. This has now been adopted (see paragraph 2.9 above), and is 
continued under the housing benefit scheme. While the new provision may not 
have led to changes in practice overnight, it was an overdue step which leaves 
the way open for a more equitable treatment in future of recipients who 
cannot obtain Rent Act protection. 



Importance of Take-Up 

2. 1 5 The Committee has consistently given close attention to the level of take- 
up of both rent rebates and rent allowances. In our two previous Reports, we 
have already emphasised the importance of the rate of take-up as a test of the 
effectiveness of the schemes, despite the margin of error which inevitably 
attaches to estimates of the numbers potentially eligible, and therefore to 
estimates of take-up. Information about take-up rates since the beginning of 
the schemes is set out at Annex B. The salient points on the latest period for 



*This figure excludes people in furnished privately rented housing, where estimates of those 
eligible cannot reliably be made — see also paragraphs 2.15 to 2.18 below. 
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which figures are available are that take-up of rent rebates had reached some 
70% to 75% of those eligible, and take-up of rent allowances in the 
unfurnished sector had reached some 60% to 65%. One of the surprising 
features in recent years has been the relatively constant rate of estimated take- 
up, irrespective of whether rents have risen more or less than the rate of 
inflation. 



Rent Rebate Take-Up 

2.16 The level of take-up for rent rebates was, from the outset, significantly 
higher than for rent allowances. It generally averaged around 75%. We have, 
however, been conscious of the suggestion in some local studies that in the 
early years take-up rates may in some areas have been markedly lower than 
those shown by national estimates. 

2.17 At 75%, the take-up rate for rent rebates was slightly higher than those 
for supplementary benefit and rate rebates (estimated at around 70% and 
65% respectively). Indeed, it appears to have been the highest rate among all 
the major means tested benefits. But while this may seem reasonably 
satisfactory, we remain concerned that several hundred thousand eligible 
council tenants were not claiming rebates. 



Rent Allowance Take-Up 

2.18 The take-up rate for rent allowances was consistently lower. Despite 
some gradual improvement in the position since 1972 (see Annex B), it is still 
unsatisfactory that, on the latest available information, claimants numbered 
fewer than two thirds of those unfurnished tenants who were eligible, and 
probably a negligible proportion of furnished tenants. These disappointing 
levels of take-up have been a constant and major cause for concern 
throughout the Committee’s life. Given in particular the large number of 
elderly tenants in private rented housing (over 0.5 million on latest available 
estimates), there could well be considerable and widespread hardship if take- 
up levels among private tenants are not improved. 



Inhibiting Factors 

2. 1 9 We have given considerable attention to exploring the factors which may 
inhibit or prevent higher take-up of benefit, and to recommending measures to 
improve take-up rates. Our experience, echoed by the findings of the research 
studies* which have been undertaken, suggests that there are no single or 



*Notabiy “Take-Up of Rent Allowances: an in-depth study”. Social and Community Planning 
Research, 1982. This was based on work commissioned by DOE. 
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simple causes of low take-up. A number of factors are likely to be involved. 
Prominent among these, and applying both to rent rebates and rent 
allowances, are: 

a. complexity, especially for small amounts. Tenants may be reluctant to 
go through the relatively complex and detailed processes involved in 
claiming assistance and subsequently in reporting changes in income 
arid circumstances, particularly where only relatively small sums of 
money are involved. (This is supported by figures supplied from the 
1978 Family Expenditure Survey showing the rent rebate take-up for 
sums of 50p or less was below 50%, while for sums of £2 or more it 
was in the range of 80% to 90%); 

b. disinclination to apply. Tenants and particularly older ones who have 
traditionally managed without claiming help, may be reluctant to 
apply unless prompted by a significant increase in rent or change in 
circumstances affecting disposable income — or unless encouraged to 
apply by a friend, neighbour or adviser; 

c. wrong assumptions. Even where tenants are aware of the existence of 
rebates or allowances, they may fail to apply. They may wrongly 
assume that they would not qualify because they think their income is 
too high, or that rebates and allowances are only available to people 
who qualify for other benefits. Or they may simply not understand 
the schemes. 



2.20 As for rent allowances for private tenants, additional factors likely to be 
disincentives include: 

a. lack of knowledge. Tenants may well be unaware of the availability of 
rent allowances. It is surely significant that while council tenants 
receive regular reminders (particularly around the time of rent 
increases) about the existence of rent rebates, there is no regular 
system of reminders to private tenants and licensees about the 
existence of rent allowances; 

b. mistaken beliefs about eligibility. The removal of restrictions on 
eligibility and the levels of eligible rent which existed prior to April 
1981 (see paragraphs 2.4 and 2.9 above) may not be widely 
appreciated. It is too soon to know how far the extensions of 
eligibility have been matched by take-up (see paragraph 2.18 above) 
but it seems likely that time, dissemination of expert advice and well- 
directed publicity will be required (see paragraphs 2.22 to 2.23 and 
2.25 to 2.27 below) before a significant proportion of those newly 
eligible claim their entitlement; 
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c. inhibitions over landlord. The fear of annoying the landlord (even 
though the landlord need not be involved*) is believed to depress the 
number of applications. 

Measures to Encourage Take-Up 

2.21 We have devoted considerable, detailed and regular attention over the 
years to examining the question of what measures can and should be taken to 
improve the level of take-up. The following paragraphs 2.22 to 2.29 below 
outline our recommendations. 

Need for Advice 

2.22 Firstly, applicants must be informed about rent assistance. Research 
findings have suggested that tenants may be more effectively influenced to 
claim a rebate or allowance by personal contact and encouragement from a 
friend, neighbour, adviser or housing or social services staff, than by national 
advertising and publicity campaigns. Particular attention needs to be given to 
instructing staff in all the public sector and voluntary agencies likely to have 
contact with eligible tenants about the existence of a rent assistance scheme, 
and to encouraging the agencies to promote take-up whenever possible. 

2.23 Applicants who approach local authorities or other agencies with 
enquiries about other services or benefits, and who might be eligible for rent 
assistance should, wherever possible, be told about the scheme. There is a wide 
range of circumstances in which the opportunity may arise — for example, 
private tenants approaching the rent officer service or Rent Tribunal, applicants 
wanting to register on a council waiting list, people seeking advice from a 
housing aid centre, households in contact with the social services, people 
approaching citizens’ advice bureaux with housing or financial problems. In 
all these instances, it is not sufficient simply to give the applicant a leaflet. 
There is likely to be a greater impact if the agency concerned is able to advise in 
some detail and either assesses potential entitlement or refers to a guaranteed 
source of expert advice. (This could be made easier in the future by the wider 
availability of computer facilities, allowing immediate assessments to be 
made, possibly by the applicants themselves.) 

Combined Assessments 

2.24 Secondly, early in our existence, we recommended combined assess- 
ments for rent and rates assistance to ensure that applicants for one should not 



* Although a private landlord is not directly involved in an application for a rent allowance and 
would not therefore know whether a tenant has applied for an allowance, nevertheless there is 
provision for a local authority to apply for registration of a private tenant’s rent if they so choose. 
In these circumstances a private landlord would become aware that the tenant had applied for a 
rent allowance. 
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lose the other benefit by default. We believe that there is further scope in the 
years ahead for extending this broad approach towards assessing entitlement 
across a range of benefits. 



Publicity 

2.25 Thirdly, despite the prime importance which we attach to personal 
contact (see paragraphs 2.22 and 2.23 above), we do not under-estimate the 
benefit to be derived from employing well-directed publicity methods and 
making use of the right media, including radio and television which will reach 
some potential beneficiaries more effectively than the written word. 



Leaflets 

2.26 We also believe that well-designed leaflets written simply and clearly and 
published both in English and, where appropriate, in the languages of ethnic 
minority groups, can be useful in encouraging take-up. Such leaflets should 
aim to counter some of the misconceptions which exist and which are thought 
to deter some potential applicants. They can drive home the message that rent 
assistance is available to people who qualify for no other benefits, and that 
eligibility (depending as it does on rent and family circumstances) can extend 
quite high up the income scale. However, we would reiterate that although the 
issue of good leaflets is important, personal follow-up is even more so. 



Target Groups 

2.27 We have advised that general or routine advertising is less likely to be 
effective than publicity aimed at specific target groups — for example, hostel 
residents, people receiving unemployment benefit, or young people most 
likely to be found in the types of letting brought within the ambit of the rent 
allowance scheme since April 1981 (see paragraph 2.4c. above). 



Further Aids towards Rent Rebate Take-Up 

2.28 We also believe that take-up in the public sector should be encouraged 
by intensive publicity and/or take-up campaigns at the time of rent increases 
(which tend to be concentrated in April of each year). We have been especially 
interested in the recent experience of one local authority which attributes a 
marked and sudden increase in take-up of rent rebate to the enclosure of a pre- 
paid, self-addressed envelope when informing their tenants about their rights. 
We hope that under housing benefit a sufficiently large number of authorities 
will adopt this approach so that its apparent promise can be properly 
evaluated. 
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Future Relevance of Recommendations about Numbers Receiving Rent 
Assistance 

2.29 We have noted that the position on those eligible to receive rent 
assistance has improved. In our view, however, the same will only be true of 
those taking up their eligibility if an intensive, carefully planned effort is made 
and maintained. Our recommedations at paragraphs 2.22 to 2.28 above are 
likely not only to hold good for the future, but to become all the more 
important for the successful operation of the housing benefit scheme where 
there are already difficulties of implementation to be coped with (see 
paragraphs 4.20 to 4.22 below). The positive measures which we have outlined 
on the basis of experience distilled over the past ten years should help that 
scheme to reach as many of its potential recipients as possible. 
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STRUCTURE OF SENT ASSISTANCE 
SCHEMES 



1 



Main Structure 

3.1 The rebate and allowance schemes largely retained the same shape after 
1972. Entitlement to rent assistance was assessed by comparing an applicant’s 
gross income against the “needs allowance” — an amount representing his 
basic living expenses. If income equalled the needs allowance, 60% of the 
tenant’s accommodation rent was normally met. This left the tenant to find 
40% for himself. In most cases, of course, income and the needs allowance did 
not coincide. So the assistance provided was increased (or decreased) from the 
level of 60% of rent, depending on whether income was less than (or greater 
than) the needs allowance. The increase (or decrease) was set according to a 
tapering scale. For every £1 that income fell below the needs allowance, rent 
rebate or allowance was increased by 25p* — up to a maximum figure. And 
for every £1 that income exceeded the needs allowance, rent rebate or 
allowance was reduced by 17p* — down to a minimum entitlement latterly set 
at 20p. 

3.2 Certain income was discounted for the purposes of assessing gross 
income. The basic needs allowance depended on whether the tenant was 
single, was a single parent, or had a spouse. The needs allowance then varied 
according to the tenant’s circumstances, especially his or her family size. 
Overall entitlement was also altered — for example, where household 
members could be expected to pay towards household expenses. 

3.3 This Chapter reviews changes since January 1977 to the basic needs 
allowance, including the introduction of “earnings disregards” (paragraphs 

3.4 to 3.9, and Annex C); various other aspects of the calculation of income 
(paragraphs 3.10 to 3.13, and Annex D) and of the needs allowance 
(paragraphs 3.14 to 3.19); and alterations affecting overall entitlement 
(paragraphs 3.20 to 3.28). It also deals with matters relating to students and 
trainees (paragraphs 3.29 to 3.41); the operation of enhanced assistance in 
areas of high rent (paragraphs 3.42 to 3.46); and offers general conclusions 



♦This 25p per £1 taper is now set at a higher figure for pensioners under the housing benefit 
scheme. So too is the 17p per £1 taper for all recipients. See paragraph 4.13 below. 
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about complexity, and about local authority discretion (paragraphs 3.47 and 
3.48). 



The Needs Allowance 

(i) Basic Composition 

3.4 The basic needs allowance was a key factor in the calculation of 
entitlement. It was intended to allow for essential living costs, as measured by 
the supplementary benefit long-term scale rate; plus certain further expenses 
connected with housing and employment which supplementary benefit 
recipients were not expected to bear. 

3.5 Annex C sets out the history and detailed composition. It explains how 
the addition of an extra £3.50 in 1973, as part of the Government’s counter- 
inflation programme, resulted in the total of the basic needs allowance 
remaining for some years above the level of assessed needs. 



(ii) Needs Allowance for People in Employment 

3.6 This position held good until 1976 for people in employment. But by 1979 
the value of the basic needs allowance had for them fallen to about 85% of 
assessed needs. This position was then largely corrected by the introduction, 
on our recommendation, of two “earnings disregards”. These operated by 
subtracting a specified amount of an applicant’s earnings from his gross 
income when entitlement was calculated. This amount was set in November 
1979 at £5 for all earners. A further disregard of £5 was also applied to the 
earnings of spouses where both members of a couple were earning. (Previously 
there had been a £5 earnings disregard for wives only.) The £5 earnings 
disregard for all earners was uprated in subsequent years. That for a spouse’s 
earnings remained at £5. 



(iii) People Not in Employment 

3.7 By 1982, the effect of the extra £3.50 addition in 1973 had been eroded for 
people who were not in employment. The risk, however, of the basic needs 
allowance falling below the level of assessed needs was prevented by the 
uprating which took place in November 1982. 



Criticism of Basic Needs Allowance (and Associated Earnings Disregards) 

3.8 The position reached on the basic needs allowance and its associated 
earnings disregards seems to us reasonably satisfactory save for two criticisms 
brought out at paragraphs 1 0 and 1 1 of Annex C: 

a. it was inadequate for a couple, only one of whom was earning; 
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b. the calculation of assessed needs understated average costs associated 
with travel to work. To that extent, the needs allowance for earners 
was insufficient. 

3.9 We have already recommended an uprating of the spouse’s earnings 
disregard to meet the first of these criticisms. This was not, however, 
incorporated into the previous schemes and was not therefore accommodated 
in the initial structure of the housing benefit scheme. We hope nonetheless that 
action will be taken at the earliest possible opportunity once housing benefit is 
fully under way. We recognise that the second of the criticisms could not 
realistically be dealt with before the rent rebate and allowance schemes came 
to an end. But here also, we trust that the defect will be dealt with speedily 
under housing benefit. 



Calculation of Income for Rebate and Allowance Purposes 

3.10 Three changes in the calculation of income have been made since 
January 1977. All of them were in line with our advice. 

(i) Uninvested Savings 

3.11 At the start of the schemes there was provision for notional income at the 
rate of 5.2% per annum to be assumed in respect of all uninvested savings over 
£800. The purpose of this was apparently to prevent tenants from profiting 
from public funds by deliberately leaving money uninvested, thereby gaining 
higher entitlements. However, in the event, this danger hardly seemed real — 
especially since a far better yield was available from bank deposits. At the 
same time, intrusive questions had to be asked about applicants’ finances and 
administration of the provision was troublesome, particularly because there 
was no means of checking that responses were accurate. In 1979 this provision 
was removed. 

(ii) Maintenance Payments 

3.12 In 1979 also, two changes connected with maintenance payments were 
made. These related to: 

a. the actual maintenance payments made by a separated person to his or 
her former spouse. These payments were not originally taken into 
account when a person making them applied for rebate or allowance. 
In other words the applicant’s income was assessed inclusive of the 
maintenance payments which had to be made. This practice ignored 
the fact that the payments might be made under a court order — thus, 
as it were, being legally detached from the applicant’s income. Hence 
the practice meant that available income was overstated and 
entitlement to rebate or allowance was consequently reduced. The 
decision was taken, however, to disregard maintenance payments 
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made by an applicant when calculating his or her income. This was 
more equitable, and should also contribute to greater willingness to 
make maintenance payments; 

b. payments made to the dependent children of a separated spouse 
receiving rebate or allowance. We were informed that the device of 
making maintenance payable to children was increasingly being used 
to avoid the means tests in both the supplementary benefit and the 
rebate and allowance schemes. The payments were then disposed of 
by the separated spouse (usually the mother) as if they were her own 
income — without, however, being counted as her income. This 
practice was the cause of complaint among local authorities. The 
decision to discourage it by including such payments in the income of 
the parent who received them followed a similar provision in the 
supplementary benefit scheme. 



Other Issues on Income 

3.13 We have noted at Annex D further aspects of the calculation of income 
for rebate and allowance purposes where we considered that no change was 
called for. 



Elements Added to Basic Needs Allowance 

3.14 The basic needs allowance described at paragraphs 3.4 to 3.9 above and 
at Annex C has been increased for handicapped tenants, and for tenants with 
children. Changes since January 1977 affecting these additional allowances 
have also followed our advice. 

(i) Qualification for Handicapped People 

3.15 Originally, handicapped people had to register themselves as such under 
section 29(1) of the National Assistance Act 1948 if they were to qualify for an 
enhanced needs allowance. The registration requirement was removed in 
1979. As a result, the enhanced needs allowance was available to all 
handicapped people to whom the 1948 Act applied, including those who 
preferred not to be registered. This change was in our view a particularly 
positive and welcome step, whose advantages far outweighed any (and 
probably slight) administrative inconvenience. (It could, however, prove to be 
Greek gift if it were to mislead an applicant who might be entitled to greater 
help if he or she were to apply first for supplementary benefit — see 
paragraphs 4.8 to 4.12 below.) 

(ii) Changes in Levels of Enhancement 

3.16 The levels of the additional allowances both for children and 
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handicapped people were nearly restored to their original value in relation to 
the basic needs allowance. 

3.17 The additional child allowance in 1972 exceeded 18.5% of the basic 
needs allowance for a couple. By 1979, its value had declined to 16.9% of this 
amount. Following representations to us by the Child Poverty Action Group, 
we recommended in 1980 an uprating specifically designed to bring the child 
allowance back to its 1 972 proportion. This was done in November 1 980, and 
the position was maintained in the two subsequent annual upratings. 

3.18 In 1972 the enhanced allowance for, for example, a handicapped single 
person was almost 12% above the basic needs allowance. By 1978 its value 
had declined to just over 10% of this amount. Our recommendation in 1979 to 
stabilise it nearer to its original proportion at 1 1 .5% was adopted. In the three 
subsequent upratings it was, as a matter of policy, held at 11.5%. 

3.19 We accept that there is no single criterion according to which 
enhancements to the basic needs allowance must necessarily be made. But we 
attach considerable importance at least to maintaining the value of these 
enhancements, as has been done in recent years. 



Overall Entitlement 

3.20 Overall entitlement resulting from the comparison of income with the 
needs allowance could be affected in various ways. Since 1977, there have been 
significant changes in three of these: non-dependant deductions; the 
maximum amounts payable; and backdating. 

(i) Non-dependant Deductions 

3.21 Non-dependant deductions were an important feature of the schemes. 
They were the deductions made from rebate or allowance when a household 
contained an adult (other than a tenant or his spouse) who would normally 
have been expected to contribute to the household expenses via rent, and so 
reduce the tenant’s need for a rebate or allowance. (Where such deductions 
were made, there was a disregard of any income which tenants actually 
received from resident non-dependants.) 

3.22 In the rebate and allowance schemes there were three different rates of 
deduction, one for people aged 1 8 or over, but not yet 21 ; one for people aged 
21 and over, but below pensionable age; and one for people who were 
pensioners or who were receiving supplementary benefit. The rates for these 
three groups were set originally at £1 , £1 .50 and 70p respectively, and always 
remained in about the same proportion to each other. In the early years of the 
scheme they were not uprated regularly. (Thus, for example, the original £ 1 .50 
sank as a proportion of the assessed needs of a single earner from 1 4% in 1 972 
to 7% just before the first uprating, in 1976.) We recommended that annual 
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upratings were preferable to greater increases at longer intervals, and since 
1978 there has been an increase each year, corresponding to the change in the 
cost of living index. 

3-23 In November 1982, however, most of the deductions were increased by 
amounts greater than the increase in the cost of living index so as to pave the 
way for housing benefit. A similar structure of non-dependant deductions 
now applies under housing benefit as under the previous schemes, but the new 
rates, based on those obtaining under the supplementary benefit scheme, are 
in general markedly higher. (One exception to this arose from the move in 
November 1982 — foreshadowing housing benefit — to one single deduction 
for a non-dependant couple instead of the double deduction which had 
previously been made.) 

3.24 We accepted reluctantly the upratings made in November 1982. These 
admittedly softened the impact of substantial increases in the rates of 
deductions which took affect in April 1983. The severity of these increases, 
however, may well lead to considerable difficulties in the initial stages of the 
housing benefit scheme, especially when tenants who have to absorb them 
may find themselves facing other cash losses at the same time. We return to 
this point later (paragraph 4.16 below). 

(ii) The Maximum Rebate and Allowance 

3.25 The schemes originally set a maximum limit on rebates or allowances of 
£6.50 outside, and £8 inside, the Greater London area. Authorities could pay 
above the maxima, up to the level of the actual accommodation rent, but any 
such payments were discretionary and were not eligible for Exchequer 
subsidy. The maxima appear to have reflected a cautious general desire at the 
inception of the schemes to safeguard against abuse, though no specific danger 
seems to have been identified. The maxima could hardly at the outset have 
been intended to restrict more than a few benefits, since in 1972 even the limit 
outside Greater London was more than twice the average council rent; and 
more than five times what turned out to be the average rebate. 

3.26 By 1977 authorities had begun to report that the maxima were affecting 
individual benefits. The purpose of the schemes was therefore in some cases 
being frustrated. The limits were accordingly raised, on our advice, to £10 and 
£13 respectively. In 1980 they were raised, in response to rent increases — 
mainly at that stage in the private sector — to £23 and £25. They were raised 
again in 1981, this time to £30 and £35 respectively. 

3.27 The housing benefit scheme dispenses with maxima altogether. This 
seems to us a sensible move. Given that local authorities will continue to be 
responsible for setting rents for council accommodation, and that these same 
authorities can act against subsidising the full rents of unreasonably large or 
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expensively-situated private dwellings (see paragraph 2.9 above), there will be 
adequate safeguards against abuse. 



(iii) Backdating of Rent Rebates and Allowances 

3.28 The schemes originally provided no power for authorities to backdate 
rebates or allowances. These had to be calculated from the first day of the 
rental period in which application for rebate or allowance was made. 
However, in 1978, a backdating power was introduced into the rate rebate 
scheme. We advised in favour of a similar power for rent rebates and 
allowances. This was also introduced in 1978. Broadly, it gave discretion to 
local authorities to backdate entitlement for up to one year (according to the 
entitlement rules in force at the time) when they considered that an applicant’s 
personal or domestic circumstances were exceptional. 



Students: Assessment of Income 

3.29 We have given a considerable proportion of our time to examining the 
special arrangements applying under the rent assistance schemes to students 
who are grant-aided from public funds. The basic position was that an amount 
equal to the element included in the student’s grant for housing costs was 
deducted both from the student’s gross income and from the weekly 
accommodation rent. The purpose of making this “student deduction” was to 
avoid a double subsidy to a student, once through the grant system and again 
through the rent assistance schemes. We accepted the force of this argument. 
We considered, however, whether the amount of the deduction should have 
been reduced in two instances. 

3.30 The first of these concerned students whose parents were assessed as 
liable to contribute towards the grant. We did not support a general reduction. 
This would have been tantamount to an indirect subsidy for parents, 
undermining the purpose of the parental contribution in the first place. In this, 
we followed the line in our Second Report where we confirmed the practice of 
treating parental contributions to an educational award as part of a student’s 
income for rebate purposes. In 1977, however, we reached the view that the 
guidance issued by the Government to local authorities was inadequate. It 
steered authorities towards the interpretation that all students should 
necessarily be treated as if they were receiving the full amount of any assessed 
parental contribution, whether or not this was in fact the case. We supported a 
change in this guidance. It now brings out that a student applicant may bring 
evidence to a local authority if he or she is not receiving the full parental 
contribution; and that the ensuing treatment of the parental con tribution is a 
matter for the authority concerned. This represents a considerable advance on 
the previous guidance, though we still have our reservations as to whether the 
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position is yet fully satisfactory. It is reasonable that a local authority should 
have discretion to judge whether, as a matter of fact, a student’s parents are 
indeed making over their assessed contribution. It is not, however, self-evident 
that subsequent action should be left entirely to local authority discretion. We 
recognise that rules or guidance may well be inflexible, fail to deal with unique 
cases or become over-complicated in an attempt to be comprehensive. Yet, the 
lack of any common criteria may give rise to anomalies and discrepancies. If 
the right balance is to be found it should take into account the proven 
experience of how discretion in this area in fact operates. We would therefore 
recommend that local authority decisions on treatment of the parental 
contribution under housing benefit should be monitored with a view to setting 
any common standards if these are needed. 

3.31 Secondly, we considered the case for reducing the student deduction 
where discretionary awards are set at a lower rate than the mandatory 
maintenance grant. The technical difficulties of making such a change have so 
far proved insuperable, both under the previous rent assistance schemes and 
under housing benefit. We are clear, however, that there is an obvious case in 
principle on grounds of fairness. We remain convinced that the student 
deduction should be related to the level of grant; and therefore should be 
reduced proportionately. We regret that this move has not been made under 
the housing benefit scheme, but hope that there will soon be a fresh 
opportunity to overcome the problems which have so far frustrated it. 



Students: Different Practices in Calculation of Entitlement 

3.32 In two particular areas affecting students, we became increasingly aware 
of divergences in local authority practices. The first of these related to whether 
student sons and daughters of claimants should be treated as dependent 
children during term-time and/or in vacations. In view of the apparent 
discrepancies in local authority practices, we advised that a student should not 
be held to be “non-resident” at home solely by reason of his absences at 
university or college during term-time. Nevertheless, we were aware that the 
position remained uncertain in many cases. It also seemed to us that different 
treatment in different areas amounted to discrepancies beyond those which 
could reasonably be ascribed to authorities exercising their powers of 
discretion. We note that under housing benefit the advice to all local 
authorities is that they should effectively ignore student sons or daughters 
when calculating entitlement. This should help to clear up previous confusion. 

3.33 The second area concerned students in halls of residence. Since 1974, 
rent assistance has been available to student tenants of educational 
institutions, notwithstanding the fact that they were excluded from Rent Act 
protection — provided that the students fulfilled three conditions: 
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a. they were occupying the accommodation as their home; 

b. they were private tenants, as defined for rent allowance purposes; 

c. their accommodation rent was higher than the rate of the student 
deduction from rent and income applicable in the current academic 
year. 

3.34 Many students were seemingly refused assistance because of local 
authori ties taking the view that either halls of residence (or similar educational 
institutions) or all accommodation occupied only during term-time was 
excluded from the scope of the schemes. With the introduction of housing 
benefit, the opportunity was taken to clarify this matter. Explicit advice was 
given to local authorities that students in halls of residence and other 
educational institutions are not excluded by virtue of that fact alone from 
housing benefit. (They must, of course, fulfil the other conditions relating to 
tenure and rent before becoming eligible.) Positive advice of this kind has in 
our view been timely and helpful in clarifying a further area which was 
previously unclear. 



Foreign Students 

3.35 In one further respect, however, an important safeguard for students still 
needs to be put into place. It concerns foreign students. Rent assistance has 
been payable according to a claimaint’s financial circumstances, regardless of 
nationality or of the length of time that the claimant has been in this country. 
We support this. However, the entry conditions imposed by the immigration 
rules introduced on 1 March 1980 stipulate that aliens should not have 
recourse to public funds. Our concern is that foreign students applying for 
rent assistance, possibly at the suggestion of their landlords, or under the 
influence of publicity designed to increase take-up, may unwittingly infringe 
this condition — thus making themselves liable to be deported. 

3.36 We regret the conflict of two sets of Government regulations which have 
created this situation. Equally, we recognise that the policy underlying the 
immigration rules lies outside the scope of rent assistance, and beyond our 
remit. We are not convinced, however, that adequate steps have yet been 
taken to warn foreign students of the danger they could face. The Government 
could, for example, issue specific advice or warning to student unions or other 
sources of advice for foreign students. Application forms for rent assistance 
could carry a warning. We hope that these points can be pursued vigorously 
under housing benefit. If, nonetheless, foreign students are misled or 
genuinely misunderstand their position, they should not suffer a dispropor- 
tionate penalty as a result. 
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TOPS Allowances 



3.37 For trainees (rather than students as such), we considered in some detail 
the treatment of the Training Opportunities Scheme (TOPS) allowance. The 
case was put to us that this allowance should be disregarded, in whole or in 
part, from the reckonable income of a TOPS trainee claimant. The position 
was not, however, entirely straightforward. There are four elements of the 
TOPS allowance, and we thus considered four separate cases for a disregard. 

3.38 The standard basic living allowance corresponds to the supplementary 
benefit long-term scale rate and provides for basic necessities. It was already 
covered by the needs allowance. No question of disregard therefore arose. 

3.39 The travel allowance covers travel to work costs. Formerly, the needs 
allowance for claimants not in employment (such as TOPS trainees) exceeded 
their assessed needs by an amount which was roughly equivalent to the TOPS 
travel allowance (see paragraph 3.7 above and Annex C). In our view, no 
disregard was then necessary. Since, however, there is no longer such an 
excess, a disregard of the travel allowance deserves to be looked at afresh. We 
trust that this will be done under housing benefit. 

3 .40 The overnight board allowance and the mid-day meal allowance applies to 
trainees who do not receive free meals. These allowances cover expenditure 
that is part of ordinary living costs. Since the basic needs allowance catered for 
such expenditure, we advised against introducing a disregard. In doing so, we 
took account to the view that this was unfair to trainees who receive an 
allowance instead of free meals. However, payment in kind can be made to 
other recipients — for example, people who work in shops or on farms, 
without being taken into account as income. An offset of such payments 
would have been administratively difficult and cumbersome — and probably 
impossible to achieve. 

3.41 The lodging allowance is for trainees who are not accommodated free of 
charge at the TOPS centre. This appears to be given to meet an extra 
accommodation expense borne by trainees over and above their ordinary 
housing costs. We therefore recommended a standard disregard equal in 
amount to the students’ income disregard (paragraph 3.29 above). This 
disregard was introduced in 1980. 



High Rents 

3.42 Under the rent rebate and allowance schemes, a tenant generally had to 
meet: 



a. in total 40% of the rent charged — PLUS (or MINUS) an amount 
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depending on how far his income fell short of (or exceeded) the needs 
allowance; 

b. when any rent increase took place, 40% of that increase (assuming that 
his income remained unchanged). 

3.43 Hence the actual sums which tenants, on incomes of any given amount, 
were required to find for themselves, varied according to the gross rent 
charged. Similarly, the actual sums which tenants on similar incomes had to 
find additionally when rents increased also varied according to the size of the 
increase. For example, if two tenants had the same income and the same 
family circumstances, but were charged different rent and faced different rent 
inceases: 



a. the one whose rent level was, say, £2 per week higher would have had 
to pay 80p per week more out of his own pocket; 

b. the one whose rent increase was, say, £1 per week higher would have 
had to find an additional 40p out of his own pocket over and above 
the increase met by the other tenant. 

3.44 These features of the rebate and allowance schemes carried the risk of 
rent assistance being inadequate where rents were high; and becoming even 
more so in any high rent areas where increases were higher than average. The 
risk was to some extent reduced by the existence of a power (the former 
section 20(5) of the Housing Finance Act 1972) enabling the Secretary of 
State: 

a. to grant, upon application from a local authority, special authoris- 
ations for more generous rebates or allowances where council or 
private rents were exceptionally high — either across the whole of the 
local authority’s area or for a particular, specified class of dwellings; 

b. to fund from the Exchequer 90% of the additional cost of such 
authorisations. 

3.45 At first, only one or two such authorisations were given. But by the end 
of March 1983, 23 authorities held authorisations in respect of rent rebates, 
rent allowances or both. These authorisations are to run till November 1983 
under transitional housing benefit arrangements. They were granted 
according to criteria which, since 1981, have had certain anomalous features 
removed (in line with our recommendations three years earlier). Nonetheless, 
important weaknesses remain: 

a. it is unsatisfactory that the onus for applying for an authorisation 
should remain with local authorities. Many authorities who at first 
sight appear eligible for rent rebate authorisations have not in fact 
applied. Their tenants are thereby placed at a disadvantage; 
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b. the availability of authorisations for classes of dwellings (say, for 
particular housing association properties) does not, on the face of it, 
seem to be widely appreciated. The problem of assisting tenants for 
whom class authorisations were intended is intensified because of the 
local authority being the sole channel through which an application 
may be made. 

3.46 These weaknesses have led us to conclude that the present arrangements 
for special authorisations are insufficient protection for tenants being charged 
higher rents. The position would have been markedly more satisfactory had 
the Government felt able to proceed with the proposal in the 1981 
Consultative Document* which preceded the in troduction of housing benefi t. 
The arrangement outlined there would have relieved hardship by providing 
enhanced assistance to those living in high rented accommodation, wherever 
located. Given the Government’s requirement that housing benefit should be 
introduced at no additional cost, discussed below, we appreciate that 
abandonment of this proposal may have released money for other purposes, 
especially perhaps to mitigate the losses faced by some tenants. If, however, a 
significant defect in rent assistance is to be remedied, a similar proposal needs 
to be implemented under housing benefit. Its introduction should in our view 
be a high priority. 



General Conclusions on Structure 

3,47 Two general strands run through the particular issues which we have 
considered in relation to the structure of the schemes. The first is the sheer 
complexity surrounding the calculation of entitlement. The search for the 
right answer to particular problems (for example, which items of income are 
to be disregarded, or how to deal with students) can lead to an intricate set of 
rules, each one justifiable in isolation but the resulting whole being too 
complex for claimants (or their advisers) to understand or for local authority 
staff to administer knowledgeably. We believe that there has been a real 
danger of reaching that state of affairs. We are doubtful whether the 
administrative streamlining intended under housing benefit (about which we 
have voiced reservations below) will prove sufficient to counteract that 
danger. We therefore hope that a review of the whole of housing benefit 
against the criterion of simplicity and comprehensibility can be undertaken in 
the relatively near future. We would not presume to prejudge the outcome of 
such a review. But we do regard it as important that if rules are to be complex 
overall in the interest of fairness on particular issues, that decision should be 
made consciously rather than by unplanned accretion. 

* “Consultative Document. Assistance with Housing Costs”. Department of the Environment 
and Welsh Office, March 1981. For our comments on that paper, see paragraph 4.1 and Annex E 
below. 
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3.48 Secondly, we have touched on certain areas where local authorities have 
discretion within the rules. We note below our misgivings over variations in 
practice which can seemingly result from different exercises of this discretion. 
We are not convinced that the complexity of the rules overall and the extent of 
discretion allowed to local authorities on particular issues has been adequately 
articulated. It would be a useful step forward to draw on the early experience 
of housing benefit so as to define more systematically the boundaries of local 
authority discretion rather than relying on the pattern inherited from the 
previous rebate and allowance schemes. 
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TRANSITION TO HOUSING 
BENEFIT SCHEME 






Transfer to New Arrangement 

4. 1 From April 1 983, the housing benefit scheme, established under the Social 
Security and Housing Benefits Act 1982, replaced the rent rebate and rent 
allowance schemes (and also the rate rebate scheme). The change was 
accompanied by a transfer of responsibility for rent assistance from the 
Secretaries of State for the Environment and for Wales to the Secretary of 
State for Social Services. Although housing benefit follows the broad pattern 
already set for assistance under the previous schemes, it differs in certain 
significant details. We were consulted on the proposed reform when the 
Government’s paper “Assistance with Housing Costs” was issued in March 
1981. Our comments on that paper were sent to the Secretaries of State for the 
Environment and for Wales on 1 1 June 1981 in the tetter that is reproduced at 
Annex E. 

4.2 We welcome the principle (vigorously advanced by the former 
Supplementary Benefits Commission) underlying the main changes in the new 
system. It brings together the administration of housing assistance by local 
authorities under the aegis of the DHSS. This is an improvement in the 
previous fragmentation of responsibilities between the DHSS, the DOE and 
local authorities. It also enables housing assistance to be looked at more easily 
as part of the overall welfare system of the country. These are both substantial 
advantages as compared with previous arrangements. 

4.3 We have, however, drawn on our experience as a Committee during the 
past ten years in commenting below on other aspects, both substantive and 
administrative, of the transition to housing benefit. We should here 
acknowledge the help we have had from the documents issued by DHSS,* and 
from the booklet issued by the Institute of Housing and SHAC.** 

Different Kinds of Claimants 

4.4 Housing benefit distinguishes between two main kinds of claimant; 



*In particular “Housing Benefits Scheme: Implementation”, which was issued as Circular 
HB(82)2 in July 1982, 

’"’"Peter McGurk and Nick Raynsford, “A Guide to Housing Benefits”, 1982. 
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“standard” and “certificated” cases. (Some may wince at the terms.) The 
majority of supplementary benefit recipients, that is, those whose income is 
below the basic level stipulated by supplementary benefit regulations, have 
their housing costs met in full. They receive a certificate from their DHSS 
office authorising the local authority to meet 100% of their eligible housing 
costs. (They are “certificated”.) 

4.5 Claimants who are not on supplementary benefit have their entitlement 
assessed in much the same way as under the previous schemes. However, 
such claimants (“standard” cases) also include people who would under the 
previous arrangements have received supplementary benefit, but who could 
be taken as having only part of their housing costs met for them because their 
income exceeded the basic level stipulated for supplementary benefit 
purposes. It is estimated that there are about 300,000 such people. They may, 
depending on their particular circumstances, be entitled to a “housing benefit 
supplement” topping up their housing assistance. This addition is intended to 
protect people on housing benefit who satisfy the eligibility rules for 
supplementary benefit but whose income is higher than the basic level 
stipulated. It is meant to ensure that they nonetheless are left with sufficient 
money to meet their basic living expenses after paying net housing costs (that 
is, their residual costs after allowing for housing benefit assistance). 

4.6 Housing benefit was introduced within the explicit policy that it should, in 
the words of the Consultative Document, “be accommodated without any 
increase of expenditure on housing assistance.” This “nil cost constraint” has 
remained a guiding principle. 

4.7 Against this general background, we comment on housing benefit under 
five headings: its contribution to removal of the “better off’ problem; its 
gainers and losers; its impact on the poverty trap; its administrative 
streamlining; and its appellate machinery. 

The “Better Off” Problem 

4.8 The “better off’ problem has existed since the introduction of the rent 
rebate and allowance schemes. It was described in our Second Report as one 
of the two major defects in the scheme (the other major defect being low take- 
up of rent allowances). It arose because of the different bases for assessing 
rebates or allowances on the one hand and supplementary benefit on the 
other. Large numbers of people may have been eligible for either one or the 
other benefit. They may, however, have been unaware that they could be 
better oft claiming rent rebate/allowance rather than supplementary benefit — 
or vice versa. In 1974/75 both local authorities and the Government made an 
extensive effort to ensure that where possible the “right” benefit was being 
claimed. Directions were issued under which recipients were given the right to 
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claim retrospectively benefit which they had lost through making the wrong 
choice. (From April 1981 retrospective claims have been limited to one year.) 
What evidence there is, however, suggests that the number of recipients using 
the procedures since the conclusion of the initial exercise has been little more 
than a trickle. At the same time, there are some grounds to think that a 
substantial number of recipients, particularly perhaps council tenants, prefer 
rebates to supplementary benefit, even at some financial cost. They may prefer 
to deal with the local council rather than the DHSS; or consider that 
supplementary benefit carries the stigma of state charity. While there is no 
fully reliable quantification, it was estimated that 100,000 supplementary 
benefit recipients could have been better off transferring to rebates/allowances 
and that 300,000 rebate recipients would have been better off transferring to 
supplementary benefit. The administrative costs of identifying all those 
claiming the “wrong” benefit and transferring them were considered to be too 
high. But there was a more fundamental difficulty. In any individual case, the 
personal circumstances of an applicant can change quite rapidly. The relative 
value of the two schemes in their separate annual upratings could well reverse 
the position for any individual claimant, and could well make it advantageous 
for him to transfer back again. 

4.9 Annual upratings of the rebate and allowance scheme in accordance with 
our recommendations, and broadly in line with the upratings of the 
supplementary benefit scheme, and the introduction of an earnings disregard 
in 1979 (see paragraphs 3.4 to 3.9 above) have minimised potential 
fluctuations in the relative value of the two schemes. But these measures were a 
palliative. They helped to avoid intensifying the “better off” problem. The 
objective of eliminating the problem by introduction of the housing benefit 
scheme was thus welcome. 



4.10 There were two possible routes towards elimination: 

a. bringing the benefit scales of the two schemes into line. Thus people 
whose income and circumstances were the same would have received 
the same level of benefit irrespective of whether they were claiming 
supplementary benefit or not; 

b. reforming the administration of the schemes so that people could only 
have qualified for one of the two benefits. 



4.11 The Government has broadly followed the second option, though 
making some adjustments to the benefit scales to bring them in some respects 
closer together. Nevertheless, as set out at paragraphs 4.4 and 4.5 above, there 
remain two distinct arrangements under the housing benefit scheme. 
Applicants are divided between the “certificated” and the “standard’ cases. 



In general, they have no option as to the category they fall within. Hence the 
“better off’ problem seems to be largely circumvented by administrative 
means. 
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4.12 The problem is not, however, entirely resolved. It is still possible for 
people to be worse off as a result of making their first approach to the “wrong” 
office. This can arise where applicants who may be entitled to have 100% of 
their costs met for them, or to receive housing benefit supplement (see 
paragraph 4.5 above) make their first approach to the local authority rather 
than the DHSS. In these circumstances, it is to be hoped that the authority can 
successfully identify potential entitlement to supplementary benefit and can 
advise the applicant to make a claim to the DHSS. The advice now issued by 
the DHSS* should assist local authorities in identifying these applicants. 
There must, however, still be a risk that they may not spot such cases. If not, 
the applicant ends up receiving assistance which is less than that to which he 
would have been entitled had he initially contacted DHSS. The risk is real 
because local authorities are not required to make provisional supplementary 
benefit assessments. Indeed most authorities have not, in the past, felt it 
necessary to have supplementary benefit experts within the sections dealing 
with rebates and allowances. Unless this changes radically, the “better off” 
problem will continue to occur as we have outlined, even though on a much 
reduced scale. For this reason, we urge that local authorities should do all in 
their powers to identify those claimants who apply to them in the first instance 
but who could be better off if the DHSS were their first port of call. 



Gainers and Losers 

4.13 The introduction of housing benefit without any additional expenditure 
arising significantly affects the benefit levels of a large number of previous 
recipients of rent rebates and allowances, as well as of rate rebates. The 
“taper” (see paragraph 3.1 above) for those whose income is greater than the 
needs allowance is steeper, ie less generous to the recipients (but the loss is 
limited to 75p in April 1983 and £1.50 in November 1983). For those non- 
pensioners whose income is below the needs allowance the taper is unchanged. 
And for pensioners whose income is below the needs allowance it is more 
generous. Table 1 below sets out the estimated numbers gaining and losing as a 
result of the changes in tapers. The estimates should be treated with some 
caution as they are derived from a relatively small sample (Family 
Expenditure Survey) and are dated. (Since mid- 1981, when the estimates were 
made, some increase in the numbers qualifying for and receiving rent rebates 
or allowances, and so potentially affected by the changes, must have 
occurred.) 



* “Identification of Entitlement to Supplementary Benefit and Housing Benefit Supplement”, 
DHSS Circular HB(83)3, February 1983. 
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Table 1 Gains and Losses from Taper Changes (000s of households)* 





Gains 




Losses 




Pensioners 


Others 


Total 




Pensioners 


Others 


Total 


Up to £1 
per week 


680 


— 


680 


Up to 75p 
per week 


750 


790 


1,540 


Over £1 
per week 
TOTAL 


390 


— 


390 


Potentially 
more than 


100 


360 


460 


1,070 


— 


1,070 


75p per week 


850 


1,150 


2,000 


Income above 
former needs 
allowance 


220 


— 


220 


Income above 

needs 

allowance 


850 


1,150 


2,000 


Income below 

needs 

allowance 


850 


— 


850 


Income below 

needs 

allowance 


— 


— 


■ 



4.14 The broad conclusions to be drawn from these figures are: 

a. around 1 million pensioner households stand to gain from the 
changes, of which a significant number (390,000) will gain upwards of 
£1 per week; 

b. apart from pensioners no group will gain; 

c. approximately twice as many households (ie some 2 million in all) 
lose as gain from the changes. But in three quarters of cases the loss 
will be less than 75p per week; 

d. pensioners (and other groups) nonetheless feature among the losers. 
Indeed almost as many pensioner households stand to lose as to gain; 

e. only those with incomes above the needs allowance stand to lose from 
the taper changes. 

4. 1 5 For the estimated 460,000 households which stand to lose more than 7 5p 
per week as a result of the taper changes, a transitional addition is payable in 
the first year of housing benefit. This restricts losses initially to 75p per week. 

4.16 But while the taper changes are the main cause of redistribution of 
benefits, there are other factors at work: 

a. the increase of 75p in the needs allowance for pensioners brings 
additional gains to pensioner households, including some with 
incomes currently above the needs allowance; 

b. the various changes in non-dependant deduction levels (see 
paragraphs 3.21 to 3.24 above) could also affect adversely the benefit 
of some 500,000 households receiving rent assistance. No safety net, 
however, is provided to restrict the level of losses in these cases; 

* Source: DHSS. Tables prepared for Standing Committee B. February 1982. These figures now 
stand to be revised in the light of further information. 
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c. there are also serious potential losses which could affect an 
unquantifiable number of claimants whose eligibility to housing 
benefit supplement is not currently identified. This problem is 
particularly noteworthy as it reinforces the point (see paragraph 4. 1 2 
above) that the “better off’ problem, while reduced by the new 
arrangements, is not eliminated. Claimants can still find themselves 
better off or worse off depending on whether they make their first 
approach to the DHSS to claim supplementary benefit or to the local 
authority to claim a rebate or allowance. 



The Poverty Trap 

4.17 We have also been concerned lest housing benefit intensify the poverty 
trap. In recent years, there has been increasing awareness of the poverty trap, 
ie when a low income household stands to lose all, or almost all, of the benefit 
of an increase in earnings because of the simultaneous withdrawal of means 
tested state benefits. The problem is compounded where there is a liability to 
pay tax, as the range of earnings which attracts benefits overlaps the range 
over which income tax and National Insurance are payable. 

4.18 Up until the housing benefit scheme came fully into operation, the 
combined rate at which rent and rate rebates were withdrawn as income 
increased was 33% (ie 25% and 8%) where income was below the needs 
allowance, and 23% (17% and 6%) where income was above the needs 
allowance. This was a relatively modest rate of withdrawal compared with 
that for other benefits, such as Family Income Supplement. Indeed, rent and 
rate rebates and allowances did not, of themselves, create a poverty trap. 
However, they could, and did, when taken together with the loss of other 
benefits, contribute to such a trap. This was particularly the case for those with 
incomes above the needs allowance where any overlap with tax liability was 
more likely to occur. 

4.19 The changes in tapers introduced under the housing benefit scheme 
aggravate this problem because of the two instances in which benefit is 
withdrawn at an increased rate (compared with previously) as income rises: 

a. for all recipients with incomes above the needs allowance; 

b. for pensioners with incomes below the needs allowance. 

In the first i nstance, the rate of withdrawal is increased to 28% (ie 21 % for rent 
and 7% for rates) compared with 23% previously. In the second instance, the 
rate of withdrawal of benefit is 70% (ie 50% on rent and 20% on rates) 
compared with 33% under previous arrangements. In our view, this is a 
particularly disturbing aspect of housing benefit which demands urgent 
attention. 
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Administrative Streamlining 

4.20 We have also been concerned as to whether the advantages of 
administrative streamlining claimed for housing benefit can be expected to 
materialise fully in practice. Research into the workings of the rent rebate and 
allowance schemes (Legg and Brion,* Means and Hill**) has already 
provided numerous illustrations both of diversity of organisation at local 
level, and of the problematic areas in the assessment of individual claims. 
There is no evidence on which to assert that one organisational pattern for 
rent assistance is necessarily to be preferred to another, though we have 
supported the rationalisation offered by housing benefit. That said, an 
increase in local government responsibility at a time of economic stringency 
has a predictable result: the likelihood of greater variation between local 
authorities than has existed heretofore in the resources they are prepared to 
allocate (despite Government subsidy) to carry out effectively their enlarged 
responsibility. Advantages of housing benefit over the previous arrange- 
ments will still not mean that difficult cases concerning assessment can now be 
resolved automatically. Local authorities will still be involved in such matters 
as the reliability of assessment by the self-employed; the definition of 
“students” and “students’ grants”; the implications of “changed circum- 
stances”, including repayment of overpaid rebates; the backdating of arrears; 
the calculation of service charges in the privately rented sector — and so on. (In 
some of these matters, research has already suggested wider variation in policy 
and practice than would seem justifiable.) 

4.21 Further, the features of housing benefit which are new to local 
authorities inevitably make fresh demands on top of old for the staff operating 
the scheme. To implement it sensitively may mean recruiting some extra staff, 
and meeting additional costs arising from computer usage. Some authorities 
will have to make modifications to their premises. And above all, provision of 
training in complex matters is essential. The very fact of a phased start 
(November 1982 and April 1983 — see paragraph 1.5 above) for housing 
benefit has been recognition that local authorities need time to make the 
necessary adjustments. We consider that in general the time and resources 
have not been sufficient to guarantee a smooth transition, and may lead to 
difficulties for vulnerable and needy people. 

4.22 In short, we are saying that the scheme, however desirable in principle, 
can only be as good as the people who administer it. This is not said 
disparagingly. It is rather an acknowledgement of the exceptional strain 



* Charles Legg and Marion Brion, “The Administration of the Rent Rebate and Rent Allowance 
Schemes”. Department of the Environment, 1976. 

** Robin Means and Michael Hill, “The Administration of Rent Rebates” (Journal of Social 
Welfare Law, July 1982). 
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carried by public servants at local level at this time. We hope that the success of 
the long awaited scheme will not be flawed by administrative deficiencies, but 
we recognise that practical difficulties could well be formidable. 



Appellate Machinery 

4.23 Finally, housing benefit brings with it a feature the principle of which we 
endorse without reserve: the creation of Housing Benefit Review Boards in the 
local authority. These Boards are intended to provide a mechanism for appeal 
to a panel of elected councillors, without detracting from any person’s right of 
recourse to individual councillors. We note that doubts have been expressed 
about this mechanism for the redress of grievance. These have mainly centred 
upon the likely variability in local decision making, and on whether such a 
system will be perceived as fair by the claimants, staffed as it will be by local 
authority officers, with councillors as “judges”. However, we are reassured by 
the existence of further remedies, such as appeal to the local government 
Ombudsman in cases of maladministration — or in the most extreme cases, to 
the courts. We are also encouraged by the Ministerial assurance that 
difficulties will be taken up with local authorities, “with the possibility of 
amending regulation” if no other way can be found of resolving problems. 
We understand that the DHSS have undertaken to monitor the system and will 
be asking local authorities to provide information on the number and type of 
cases which come to appeal and the time taken to deal with them. The Review 
Boards will not, we understand, frame “case law” but will simply adjudicate 
on the particular facts of individual cases. It is therefore highly desirable that 
the implications of such decisions should be considered by the Government, 
so that these can be fed back to local authorities in an effort to ensure common 
standards. It would in our view be in the interest of claimants, local authorities 
and the Government alike if early and independent inquiry, whether by 
research or any other means, were set up into the workings of Review Boards. 
This would be a positive contribution towards these Boards functioning fairly 
and consistently. 
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CONCLUSION 




5.1 The work of the outgoing Committee, which has been discussed above, 
has been described in some detail, not simply for historical interest, but 
because so many of the problems or dilemmas, with which the Committee 
wrestled, will continue to occupy the time of those who shape policy and of 
our successor advisory body, the Social Security Advisory Committee. At 
Annex F is a note of the issues in this Report which we draw to the attention of 
the SSAC. 

5.2 Matters which seem of relatively small importance to the general 
population may have a considerable impact, for good or ill, on the lives of 
particular citizens. Thus, the position of particular groups within the 
community — for example, young people such as students or TOPS trainees, or 
tenants living in areas of exceptionally high rent — poses unresolved problems 
if the scheme is to retain an element of “refined justice”, to which we referred 
earlier. 

5.3 The major unresolved problem which we pass on to our successors 
concerns low take-up in the privately rented sector. Until that is improved, 
there can be only limited satisfaction with the scheme. It is not evident that the 
new housing benefit arrangements will have any significant impact on this 
aspect of take-up. 

5.4 Albeit in the context of a reorganisation which we believe to be sensible, 
we have thought it right to draw attention to the likely difficulties in the 
administration of the new scheme. No doubt many of these can be resolved 
soon; yet it remains to be seen what will be the longer term implications for 
local authorities of their new responsibilities, especially in relation to staff 
training. 

5.5 Finally, we stress that it will be important to monitor the longer term 
effects of the new scheme on the gainers and losers in relation to other social 
security provisions of which rent rebates and rent allowances are only a part. 
Thus, in our complex web of provision, we need to examine whether particular 
groups, such as one-parent families or pensioners, are gaining or losing by the 
overall effect of social security policies. For this reason, the outgoing 
Committee welcomes the integration of its activities into a wider framework. 
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ANNEX A 



Advisory Committee on Rent Rebates and 

Rent Allowances 

January 1977— March 1983 
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Professor J B Cullingworth 
Professor O Stevenson 
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A Bailey 

H N Barwick OBE 
D Birtwistle 

The Rev P Byrne OMI OBE 
Councillor Mrs I F Candy CBE 
Councillor P C H Cary 
Lord Crawshaw 
C Diamond 
Miss A Evans 

Councillor Mrs D Fleming OBE 
G Gilbert 
G A Irving 

Councillor Mrs V R Lazar 
Councillor N P Lister OBE JP 
Mrs K M Provis 
W R N Raynsford 
Mrs B Rodgers OBE 
FI G Simpson CBE 
Councillor J J Tobin 
L E Waddilove CBE JP 
P Wilding 
W Woof 



until July 1977 
from September 1977 



until March 1979 

from July 1981 

from July 1981 

until March 1977 

until March 1977 

until July 1980 

until March 1977 

from July 1981 

until March 1977 

from March 1977 

from March 1977 

from September 1979 to July 1981 

from March 1977 to March 1979 

(from March 1973) 

from July 1981 

from March 1977 

until July 1981 

(from March 1973) 

from July 1980 

until July 1981 
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ANNEX B 



Rent Rebates and Rent Allowances 
Estimated* Take-Up Figures since 
Inception of the Schemes 



Year 


Rent Rebates 


Rent Allowances** 




% 


% 


1973/74 


60-70 


20-25 


1974/75 


70-75 


20-25 


1975/76 


75-80 


30-35 


1976/77 


75-80 


50-55 


1977/78 


75-80 


55-60 


1978/79 


75-80 


55-60 


1979/80 


75-80 


55-60 


1980/81 


70-75 


60-65 


1981/82*** 


70-75 


60-65 



16 A series of take-up estimates is published annually in “Housing and 
Construction Statistics” (HMSO). Estimates of take-up are subject to a 
wide margin of error. The number of tenants eligible is estimated from the 
results of the annual Family Expenditure Survey. To obtain estimates of 
take-up, the number of tenants is compared with the reported number of 
recipients derived from statistical returns made by local authorities to the 
Chartered Institute of Public Finance and Accountancy (CIPFA) and — 
for RPI purposes — to the Department of Employment. 

** The figures for take-up of rent allowances relate only to unfurnished 
lettings. Take-up is not estimated for tenants in furnished accommod- 
ation because the sample in the Family Expediture Survey is too small. 

*** Estimates for 1981/82 are still provisional, and are subject to further 
refinement. 
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ANNEX C 



The Needs Allowance for the National Rent 
Rebate and Rent Allowance Schemes 



General. 

1 . The basic needs allowance for rent rebates and allowances (which was also 
used for rate rebates) was set, as from 22 November 1982, at £41.40 for a single 
person and £61 .00 for a couple or single parent (plus £1 1 .40 for each child). It 
comprised two elements: a “main element” equal to the supplementary benefit 
long-term scale rate; and an “extra element” (latterly, over 25% and over 1 6% 
of the whole basic needs allowance for a single person and a married couple 
respectively). This extra element covered costs which supplementary benefit 
recipients are not normally expected to bear. 



Composition of Main Element 

2. The “main element” has been, broadly, the equivalent of the supplemen- 
tary benefit long-term scale rate. This does not mean that it represented the 
exact correspondence to benefits available to supplementary benefit 
receipients, since these have catered for certain exceptional circumstances not 
taken into account in a housing needs allowance. 



Composition of Extra Element 

3. The costs which people on rent rebates or allowances had to meet but are 
not borne by people on supplementary benefit, are held to be: 

a. Residual rent ( ie that part of the rent not met by rebate or allowance) 
This is taken as 40% of the national average local authority house 
rent, covering what a person whose income is equal to the needs 
allowance would have to pay. 

b. Residual rates (ie that part of rates not met by rate rebate) 

This is taken as 40% of the average rates paid by householders. 

c. Water and sewerage charges 

This is taken as the average water and sewerage charge paid by 
households. 
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d. Tax 

This is taken as the amount that would be paid by a person whose 
gross income was equal to the needs allowance. 

e. National Insurance 

This is taken as the amount that would be paid by a person whose 
gross income was equal to the needs allowance. 

f. Travel to work, union dues, protective clothing, etc 

An average figure, whose basis is historic, has in recent years been 
uprated in line with general movements in the Retail Price Index. 

4. The first three of these costs (a. to c. above) can be taken to be housing costs, 
falling on people both in and out of employment. The last three (d. to f.) can be 
taken as work-related costs falling solely on people in employment. 



Upratings 

5. At the inception of the rent rebate and allowance schemes in October 1972, 
the then Government established the needs allowance by setting: 

a. the “main element” at the then prevailing supplementary benefit 
long-term scale rate; and 

b. the “extra element” at a figure representing the amounts then needed 
to cover the various other expenses. 

But, as part of counter-inflation policy, an arbitrary addition of £3.50 was 
made to the “extra element” in April 1973. 

6. In the following years, up to and including 1981, the*“main element” was 
each November* kept equal to the supplementary benefit long-term scale rate. 
The “extra element”, however, was kept unchanged. As a result, after the 
uprating of November 1976 the annual decreases in the value of the “extra 
element” and hence of the whole needs allowance had eroded the £3.50 
addition of April 1973 for tenants in employment. So for them the value of the 
whole needs allowance was back to what it had been at the start of the 
schemes, ie it was in line with “assessed needs”, as measured by the uprated 
“main element”, plus the components of the “extra element”, each notionally 
uprated. 

7. The 1977 and 1978 upratings were made on the same basis as in previous 
years, ie only the “main element” was increased. As a result the needs 
allowance for tenants in employment had by 1979 fallen to some 85% of their 



* Except in 1980, when it was increased in line with the state retirement pension. In 1980, the 
pension increase was greater than that of the supplementary benefit long-term scale rate. In other 
years, it was the same. 
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assessed needs. This position, however, was corrected in November 1 979 when 
an earnings disregard was introduced. No account was taken of the first so 
many £s of earnings. This disregard was uprated in 1980 and in subsequent 
years. The result — subject to the point dealt with at paragraph 10 below — is 
that when the earnings disregard is added to the needs allowance the total is 
now broadly in line with the assessed needs of tenants in employment. 

8. The effect of the £3.50 arbitrary addition for tenants not in employment was 
not eroded until 1982. Their position was restored, however, by an uprating in 
November 1982 which brought the entirety of the needs allowance up to the 
level of: 



a. the long-term supplementary benefit scale rate; PLUS 

b. the value of the three items at paragraphs 3a. to 3c. above, applying as 
they do to tenants not in employment. 



Criticisms of Present Position 

9. The practices currently adopted have been criticised within the Committee 
on two particular grounds. 

10. Firstly, the present level of needs allowance plus earnings disregard is 
broadly in line with assessed needs for a single person, or for a couple both of 
whom are earning. But for a couple, only one of whom is earning, it still 
represents only 95% of assessed needs. 

1 1 . Secondly, the calculation of assessed needs has lately taken the overall 
movement in the RPI as generally representative of increases in the average 
costs at paragraph 3f. above, ie travel to work, union dues, protective 
clothing, etc. The predominant element in these costs, however, is travel to 
work, and on present evidence the rate of increase in travel to work (by public 
transport) has outpaced that of the RPI. To that extent, therefore, the needs of 
tenants in employment have been understated, and the needs allowance for 
them is insufficient. 

12. It is to be hoped that these criticisms will be re-examined when upratings 
under the housing benefit scheme are being considered. 



53 



Printed image digitised by the University of Southampton Library Digitisation Unit 



ANNEX D 



Calculation of Income 



Three Aspects Unchanged 

1 . Three particular aspects of the calculation of gross income for rebate and 
allowance purposes have remained unchanged, in line with our advice. 



Income Disregards (Other than the Earnings Disregards) 

2. Apart from the earnings disregards, described at paragraphs 3.6 to 3.9 and 
at Annex C, the schemes provide for a number of other disregards of income 
from various sources. Some of these disregards are paid for a specific purpose 
(eg mobility and attendance allowances for handicapped people). They are 
expressed as being the whole amount of income from a given source, and 
hence never require to be uprated. We see their continuation as a helpful 
feature of the scheme. 



3. Other disregards, however, are expressed in cash terms. The disregards in 
question include certain pensions for war disablement, industrial disablement 
and widowhood. At the beginning of the schemes, in 1972, the amount to be 
disregarded of any of these payments was £2. This was uprated to £4 in 1975, 
and has not been uprated since. It has been represented to us that further 
upratings are necessary, and indeed the present value of the original £2 would 
be about £7.50. The case for uprating has been especially pressed by local 
authorities who have used their discretionary powers, unsupported by 
Exchequer subsidy, to provide for the full disregard of any of these payments. 
For them, the sums to be raised from local rates to finance the discretionary 
disregards will continue to grow. We are not, however, convinced that a 
further uprating would be justified. These £4 cash disregards are a somewhat 
anomalous feature of the schemes, and while we would not wish those who 
enjoy them to suffer cash losses from their abolition, it seems entirely 
reasonable that they should remain at the same £4 cash level. 
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National Savings Certificates 

4, National Savings Certificates are a form of savings that grow in value at 
fixed percentage rates. This growth is not officially described as interest but as 
capital accretions. It is open to authorities to treat the growth as income if they 
see fit to do so. However, informal advice was given to them not to do so when 
the scheme began, and it is believed that this advice is generally followed. It 
can be argued that this practice is anomalous in that it favours holders of these 
certificates as against people who save in other ways, and we were consulted 
about whether it should be changed. Our advice was that in view of the 
administrative effort that would be required to assess the sums in question, 
and of the fact that authorities may already treat them as income if they see fit, 
no change was required. 



Annuities 

5. Certain annuities are arranged so that the sums paid periodically to the 
holder contain an element of income and an element which is accepted for tax 
purposes as being repayment of capital, and hence is not subject to income tax. 
In the absence of a specific statutory provision, however, the whole sum is 
regarded as falling under the common law definition of income, and so has 
been reckoned as income for rebate and allowance purposes (and also, 
incidentally, for supplementary benefit). It was suggested by claimants and 
their advisers that the sums accepted as capital repayments for tax purposes 
should not count as income for rebate purposes. It was argued that there was 
no essential difference between capital held by a recipient, which does not 
affect his assessment, and capital held by another party and repaid to him at 
intervals. Since, however, the payments are available to a tenant for his 
current needs, we advised that they should continue to count as income for 
rebate and allowance purposes. 
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ANNEX E 



Chairman’s Letter to the Minister for Housing and Construction 
The Committee’s Views on “Assistance with Housing Costs” 



John Stanley Esq, MP 

Minister for Housing and Construction 

Department of the Environment 

2 Marsham Street 11 June 1981 

LONDON SW1P 3EB 



Dear Minister, 

1. I am writing to let you know the views of the Advisory Committee on Rent 
Rebates and Rent Allowances which met recently, under my chairmanship, to 
consider the Government’s proposals for a new system of housing benefits set 
out in the consultative document, “Assistance with Housing Costs”. 

2. The majority of members welcome the proposals in principle. They see 
them as offering a means of simplifying and rationalising the existing rent and 
rates assistance schemes now operated by local authorities and the 
Department of Health and Social Security. One of the main advantages of the 
proposed new system is that it would have a significant impact on the problem 
of arrears. Some alleviation of this would not only be of great importance to 
local authorities, but would avoid the hardship and distress suffered by those 
local authority tenants in receipt of supplementary benefit who fall into 
arrears with rent. 

3. Members are naturally concerned at the large number of losers resulting 
from the “nil-cost” constraint on the Government’s proposals. They note that 
the majority of losses are estimated to be comparatively small, but they are 
nevertheless important to people, and in particular families with children, on 
low incomes. They would hope that any adminstrative savings accruing to 
central Government from the proposed staff reductions in DHSS would be 
used to reduce losses, particularly those suffered by claimants with incomes 
under the needs allowance. Members are also concerned about future 
supplementary benefit losers, to whose position detailed consideration is 
promised in the consultative document, and about the position of 
supplementary benefit “housing costs only” cases who, because they would no 
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longer be receiving that benefit, could never qualify for the long-term scale 
rate, or any other of the single payments for which those drawing 
supplementary benefit are currently eligible. This could have a substantial 
impact on their long-term standard of living. 

4. The consultative document is silent on the question of an appeals system. If 
none were provided, recipients of supplementary benefit would lose their 
existing right to appeal against the assessments of their rent and rate 
assistance. We therefore urge the Government to consider various possible 
options for claimants to challenge such assessments under any housing 
benefits scheme. 

5. Members also consider that it is essential for the success of the proposed 
scheme that local authorities should have available adequately trained staff to 
operate it efficiently. Measures must also be taken to improve the low take-up 
in the private rented sector in particular. 

6. I have said that the majority of members support the proposals in principle, 
with the reservations outlined above. Two members have, however, expressed 
dissenting views. While not rejecting the proposals in their entirety, they feel 
strongly that the consultative period for such a major reform was too short. In 
their view more thought needs to be given to the details and implications of the 
proposals and possible alternatives before a decision in principle can properly 
be taken. They have expressed some reservations about the estimated numbers 
of gainers and losers, not least because the figures do not take into account the 
most recent rent and rate increases, as a result of which more people are likely 
to have become eligible for benefit. They point out that while the proposals 
seek to simplify the housing assistance schemes, they still involve a number of 
complexities such as, for example, the need for topping-up payments from 
DHSS, which would considerably complicate matters for certain claimants. 

7. If the Government decides to proceed with its proposals in the light of the 
response to the consultative document or to give further thought to the issues 
concerned, the Committee will, of course, wish to give more detailed 
consideration to specific aspects of the scheme or of the alternatives. It is also 
possible that, on further consideration of the Government’s proposals, the 
Committee may wish to add to the comments above. 

Yours sincerely 



OLIVE STEVENSON 

Chairman, Advisory Committee on Rent Rebates 
and Rent Allowances 

57 



Printed image digitised by the University of Southampton Library Digitisation Unit 



ANNEX F 



Note of Issues for the Social Security Advisory Committee 



Take-Up 

1 . Present rates of take-up, especially in the privately rented sector, need to 
be improved (paragraphs 2.15 to 2.20). Specific measures of encouragement 
(paragraphs 2.21 to 2.29) should comprise: 

a. recognition that personal contact is above all essential. With this in 
mind, staff in the public sector and voluntary agencies should be 
trained to identify potential claimants (especially those who would be 
better off claiming supplementary benefit in the first instance), to 
encourage individuals to take up their due entitlement, and either to 
advise or to refer to a guaranteed source of expert advice; 

b. combined assessments of housing and other forms of assistance; 

c. well-directed publicity, making use of the right media, aiming at 
specific target groups, and (for the public sector) timed to coincide 
with local authority rent increases; 

d. simple, clear leaflets, in jargon-free English and in the language of 
ethnic minorities. 

Needs Allowances and Associated Earnings Disregards 

2. Two changes are called for. Firstly, for a couple, only one of whom is 
earning, the spouse’s earnings disregard should be increased. Secondly, in the 
calculation of assessed needs, average costs associated with travel to work 
should be related to movements in travel costs by public transport rather than 
to movements in the RPI (paragraphs 3.8 and 3.9). 



Students and TOPS Trainees 

3. Three points arise on students. The first is the need (paragraph 3.30) to 
monitor local authorities’ exercise of one particular area of discretion: 
whether to count the assessed parental contribution as income in cases where 
students show evidence that they do not in practice receive the money in 
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question from their parents. The next step is to decide whether to set common 
standards for authorities in such instances. 

4. Secondly, the full student deduction (paragraph 3.31) should not be 
applied in cases of discretionary awards below the mandatory grant. In such 
cases, the student deduction should be reduced in proportion to the level of the 
award. 

5. Thirdly, foreign students are debarred from claiming rent assistance 
(paragraph 3.36). Foreign students should be alerted to the risks of claiming 
rent assistance, and those claiming unwittingly should not be dispropor- 
tionately penalised. 

6. For TOPS trainees, the travel allowance should be disregarded when 
entitlement to rent assistance is assessed (paragraph 3.39). 



High Rents 

7. At present, applicant local authorities can pay enhanced rent assistance 
for their area generally or for particular categories of dwellings, so long as 
high rents (according to specific criteria) are being charged. Two particular 
features of the present system are unsatisfactory; 

a. the onus for application should not lie with local authorities; 

b. the availability of authorisations for categories of dwelling (especially 
housing associations) is not well enough understood. 

8. More fundamentally, we regret that a proposal put forward in 1981 to 
provide enhanced assistance to people in high rent properties, wherever 
located, was not pursued. Further examination of such a step deserves high 
priority (paragraphs 3.42 to 3.46). 



Complexity 

9. The rules governing rent assistance are complex. Complexity has arisen 
by default rather than by design. An overall review against criteria of 
simplicity and comprehensibility is called for (paragraph 3.47). 



Local Authority Discretion 

10. The complexity of overall rules in relation to the extent of local authority 
discretion does not seem well articulated. It would be useful to draw on the 
early experience of housing benefit so as to define systematically the extent of 
local authority discretion (paragraph 3.48). 
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Transition to Housing Benefit 

11. Worthwhile results which have arisen from the move to housing benefit 
are discussed at paragraph 4.2. 

12. A particular feature which we welcome is the reduction (though not the 
elimination) of the “better off’ problem whereby claimants may fail to choose 
the benefit which is most advantageous to them financially. Further 
reductions could best be promoted by local authorities having a positive 
policy, backed up by staff expertise, of identifying claimants who ought in 
their own interest to claim supplementary benefit in the first instance. 
However, the “better off” problem has not been eliminated and could only 
fully be resolved by introduction of a single benefit scale for all applicants 
(paragraphs 4.8 to 4.12). 

13. We also welcome the introduction of Review Boards (paragraph 4.23) 
whereby local councillors can hear complaints from applicants against local 
authority assessment of entitlement. However, an early and independent 
inquiry should be instituted into how the Review Boards work in practice. 



14. Advantages of the move to housing benefit are further tempered by: 

a. the fact that there are more losers than gainers (paragraphs 4. 1 3 and 
4.14). This, of course, derives from a policy decision, beyond our 
terms of reference, that the change to housing benefit should be at nil 
cost; 

b. intensification of the poverty trap (paragraphs 4.17 to 4.19); 

c. misgivings (paragraph 4.20 to 4.22) as to whether administrative 
streamlining is possible, especially at a time of restraint on local 
authorities 5 resources. We also envisage substantial teething troubles, 
given the timescale of implementation. 
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